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In an unexpected development, the government's statistics agency (Instituto Nacional de
Estadisticas, Geografia e Informaticata, INEGI) reported a 4% GDP growth for the Mexican economy
during April, the first such increase in 11 months. The growth rate was based on a comparison with
April 2001. INEGI also reported a GDP growth of about 0.9% relative to March. The jury is still out,
however, on whether the GDP report, released in late June, represents the beginning of a recovery
or just an exception to the recent string of economic declines.
INEGI and some private analysts warned against an overly optimistic interpretation of the April
GDP statistics, since the calculations were skewed by the calendar. The statistics agency said April
had more working days in 2002 compared to 2001 because the Easter holiday fell in March this year.
Analyst Jonathan Heath, a financial columnist for the Mexico City daily newspaper Reforma, said
the data is also magnified by the almost flat growth during the first quarter of the year. He said this
is true whether the government measures growth through the GDP or through the global index on
economic activity (Indice Global de la Actividad Economica, IGAE). "Only the passage of time will
tell us with greater certainty whether [the April GDP data] was the correct signal that growth has
begun," said Heath. \
Other analysts expressed cautious optimism. "Even the seasonally adjusted 0.9% figures are a
positive signal," said Edgar Camargo, chief economist at the Bank of America in Mexico City. "But
we will be very attentive to the data in the next two months to see if the recovery is on a firm base."
President Vicente Fox's administration is not waiting to project a recovery in the medium term.
Speaking at a meeting of pension managers in early July, Finance Secretary Francisco Gil Diaz
said other recent economic indicators, in addition to the GDP growth in April, point to improved
prospects for the Mexican economy down the road. As examples, he cited a recent 8% increase in
industrial production and an 8.8% growth in manufacturing exports during April. Both statistics are
relative to the same month a year ago.
Some private analysts have also increased growth projections for this year. A survey conducted by
Reuters of 20 economic consulting companies found an average GDP growth projection of 1.7% this
year, compared with an average 1.57% in an earlier survey. This is in line with projections released
by the Banco de Mexico (central bank) in May of 1.8% growth for 2002 (see SourceMex, 2002-05-08).
But not all private analysts have adopted the same optimistic stance for the Mexican economy.
The Centro de Estudios Economicos of the Camara Nacional de la Industria de Transformacion
(CANACINTRA) said the manufacturing sector experienced a decline of 1.5% in the second quarter
of the year, with the third quarter also expected to show negative trends. Any recovery will not come
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until the October-December quarter, when growth in the manufacturing sector is anticipated at a
meager 0.5%, or 1% at best, the economic studies center predicted. The report predicted that the
Mexican manufacturing sector would recover only 200,000 of the 500,000 jobs that were lost at the
beginning of the year.

Finance secretary at center of controversy
Gil Diaz's optimistic forecasts are in stark contrast to statements he made in mid-June, in which he
said Mexico was in danger of falling into an economic plunge similar to one that occurred recently
in Argentina. Gil Diaz made the comments in testimony before a standing multiparty committee of
members of the Chamber of Deputies and the Senate (Comision Permanente). He told legislators
that the Mexican government was close to running out of foreign reserves because the government
had no more properties to privatize. "At some point we are not going to have anything to sell and
that moment is very close," Gil said. "In such a way, we are seeing a situation similar to that of
Argentina."
Gil's comments created an uproar in Mexico and forced President Fox to issue a statement
qualifying his finance secretary's comments. The president said there was no imminent danger of
a collapse for the Mexican economy, which remains "solid." The finance secretary later clarified his
statements in an interview on an evening television news program. Gil said the Fox government
was merely trying to avoid what happened to Argentina, which had "accumulated debt and had not
financed its spending well."
But Gil's explanation was not sufficient to quiet calls for his resignation from legislators of all
parties. Sen. Alfredo Reyes Velazquez, a member of Fox's center-right Partido Accion Nacional
(PAN), said Gil's recent statements were not the only reason why the finance secretary should
resign. "We have seen no positive results from his time in office," said Reyes. "Our country's
finances remain weak."
Deputy Marti Batres, coordinator of the delegation for the center-left Partido de la Revolucion
Democratica (PRD) in the lower house, said Gil's tenure in office was a reflection of President Fox's
failed neoliberal economic policies. He called for Fox to change economic direction by dismissing
Gil. "What would be best is to have another finance secretary," said Batres. "But what's important is
for this secretary not to follow the neoliberal policies of the past....We do not want one technocrat to
replace another technocrat."
Even though Fox continues to deny that Mexico is falling into an "Argentine-style crisis," the
Mexican economy has been unable to escape the spillover economic effects from South America.
Volatility in the Argentine market, the downgrading of Brazil's foreign debt, and Uruguay's decision
to scrap its currency-trading band all contributed to a 10% depreciation of the Mexican peso in late
June. The Mexican currency declined to more than 10 pesos per US$1.00 during the last full week of
June, creating concerns about inflation.
Some analysts predicted the Banco de Mexico would have to intervene soon to restrict liquidity if
the exchange rate remained at more than 10 pesos per US$1.00. As of July 3, the Mexican currency
was trading at 9.95 pesos per US$10. Guillermo Ortiz, the central bank's chief governor, justified
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the possibility of intervention by the Banco de Mexico. He acknowledged that Mexico has solid
economic indicators but said this is not enough to counter the influence of volatile markets in
other parts of the world. [Sources: Agencia de Noticias Proceso, 06/20/02; Reuters, Financial Times
(London), 06/25/02; El Universal, 06/26/02, 06/27/02; Reforma, 06/25-28/02; Revista Proceso, 06/30/02;
Novedades, 06/24-27/02, 07/01/02; CNI en Linea, 06/26/02, 07/01/02; Notimex, 07/01/02; El Financiero,
06/08/02, 06/24/02, 06/25/02, 06/27/02, 07/02/02; La Cronica de Hoy, 06/24-26/02, 07/02/02; Milenio
Diario, 06/25-27/02, 07/02/02; La Jornada, 06/27/02, 07/02/02; Spanish news service EFE, 07/02/02; The
News, 06/25/02, 06/26/02, 07/03/02]
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